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ABSTRACT 

Seventy participants representing diverse groups such 
as management, union members, government workers, and college 
teachers attended a 2-day conference covering the full range of 
industrial relations problems. For those attending the conference, 
sessions were held which dealt with problems in the construction 
industry, issues in incomes policy, the relationship of education to 
labor supply, public service employment and workman's compensation. A 
general session on problems in labor economics included discussion of 
the effects of minimum wages, the depth of unemployment, and the 
mobility of labor. Still other sessions were devoted to the field of 
organizational behavior and personnel management, union- minority 
relationship, black employment, and lower-middle income workers. This 
proceedings report includes the text of 3 5 presentations and 
summaries of discussions. (JS) 
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publications and the general affairs of the Association, as well as orders for 
publications, copyright requests, and notice of address changes, should be 
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PREFACE 

The Associations Twenty-Fourth Annual Winter Meeting included 
topics covering the full range of industrial relations problems. 

Labor economists were primarily concerned with problems in the 
construction industry, issues in incomes policy, the relationship of edu- 
cation to labor supply, public service employment, and workman’s 
compensation. A general session on problems in labor economics in- 
cluded discussion of the effects o£ minimum wages, the depth of un- 
employment and the mobility of labor. 

Students of international industrial relations problems were especially 
interested in President George Hildebrand's address on organized labor 
and foreign trade and in the session on European labor in transition. 

A session of competitive papers was devoted to the field of organiza- 
tional behavior and personnel management. Relatively new members 
in the field presented papers which were discussed by more fully 
established authorities. A second session of competitive papers, also 
open to those who had not previously participated in 1RRA meetings, 
was devoted to a broad range of topics in industrial relations. 

Those primarily concerned with social issues were attracted to the 
sessions on the union-minority relationship, on black employment, and 
the lower-middle income workers. 

We are grateful to the participants for their prompt submission of 
manuscripts and to those who made arrangements for the New Orleans 
meeting. Once again, I ain indebted to Mrs. Elizabeth Gulcsserian for 
assistance at all stages in the preparation of the Proceedings . 

Gerald G. Somers 
Editor 
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Organized Labor and Foreign Trade 



George H. Hildebrand 
Cornell University 



In the literature about the American labor movement, there is 
a surprising dearth of references to questions involving foreign 
trade. Even the publications deriving from within the movement 
itself disclose no prominent and lasting general concern over trade 
matters. 1 Not that the federation itself has failed to take positions 
on trade issues of overriding importance— for example, the crit- 
ically needed support it gave to the Trade Expansion Act of 1962. 
In addition, its constituent national unions have frequently inter- 
vened when their interests so dictated. Finally, over the period be- 
ginning with the mid-sixties, there becomes manifest a growing 
cljsquiet over increasing imports and a presumed loss of jobs that 
has accompanied them. 

Nevertheless, as one looks back over the long span of years to 
the founding of the American Federation of Labor in 1886, trade 
questions have not been a continuing interest. Indeed they have 
become overt only in special cases— in infrequent debates over tariff 
legislation, and, from time to time, with the special employment 
problems of import-competing industries. 

The reasons are not hard to find. Foreign trade has always been 
a very small part of U.S. gross national product. Even today the 
proportion reflecting total trade turnover is only eight per ceM. 
Before 1940, the great bulk of the industries organized by our unions 
was wholly domestic. That is, they were not import-competing 'while 
their export sales typically were small or non-existent. In short, 
effective control of the product market was not in those times sig- 
nificantly threatened by foreign competition in either form. Exten- 
sion of the span of bargaining power beyond the country's borders 
was simply not a problem. 

With the emergence of the mass-production unions after 1935, 
the disruptive potential of foreign competition was undoubtedly in- 
creased. But European rearmament and the second World War held 
it in abeyance throughout the formative period of the CIO. With the 
return to peace in 1945, the world position of American industry 
continued to be insulated from competition for at least another 

l For a competent assessment, see Daniel J. B. Mitchell, ‘‘Labor and the Tuiff 
Question/' Industrial Relations, 9:3 (May 1970) , pp. 2G&-276. Sec also American 
Federation of Labor, History, Encyclopedia Reference Rook (Washington: AFL, 1919). 
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decade, while the other industrial systems were concentrating upon 
recovery and reconstruction. To be sure, a few unions began ex- 
pressing concern over foreign trade from 1955 onward—in basic 
steel, watchmaking, fishing, and some segments of textiles and ap- 
parel. But these were the exceptions. Their claims could be met, or 
so it seemed at the time, by provision of adjustment assistance in the 
Act of 1962. Accordingly, general support still could be had for a con- 
tinuing program of trade liberalization through reciprocal tariff reduc- 
tion negotiations. 

The date of the sea-change in the general view of organized labor 
toward foreign trade can be placed at 1965 with considerable con- 
fidence. This was the year in which the current inflation began; it 
is also the date from which the dollar clearly began to suffer from 
overvaluation. Not by coincidence, from this time onward foreign 
trade emerged to become a general issue for the American labor 
movement. Indeed, President Meany himself declared in his tes- 
timony in the U.S. Senate last May that the AFL-CIO had been seeking 
a change in government policy since 1965, to deal with foreign sub- 
sidies and barriers that injured U.S. trade; to check the outflow 
of U.S. capital and technology; and to cope with the problems created 
by multinational firms. 2 

At this point, I want to recur to the classical problem of every 
bona fide trade union: effective control of the relevant product 
market. It furnishes the key, I believe, to the strategy of organized 
labor toward foreign trade. In one of the most perceptive essays 
ever written in labor economics, “American Shoemakers, 1648-1895,” 
John R. Commons portrayed the union as the latest of a long series 
of producer protective organizations emerging one after the other in 
the shoemaking trade. Each of them, Commons argued, had been 
created to protect the incumbent journeyman workmen from certain 
threats, or what he called “menaces” to their economic interests 
as producers. Central as the source of these hostile external forces, 
Commons contended, was the widening of the product market with 
improved transportation. As the market became extended, it grad- 
ually made obsolete the existing protective organization, compelling 
its members to replace it with another. At the end of the historical 
chain was the labor union, a device for raising wages and improving 



*”A Trade Policy for America/' pamphlet, based on Mr. Meany's testimony be- 
fore the Subcommittee on International Trade, Senate Finance Committee, May 18, 
1971. For an earlier view of trade questions see American Federation of Labor and 
Congress of Industrial Organizations, Research Department, AFL-CIO Looks at For- 
eign Trade: A Policy lor the Sixties (Washington: AFL-CIO, [n.d.]) . 
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employment standards of its members in their roles as workers, not 
as consumers. 

It is here that we find the explanation for the somewhat ambiv- 
alent position of unions toward trade, the product market, and com- 
petition. To be effective, the union must achieve complete organiza- 
tion of all competing firms in the product market. Only then can 
wages be “taken out of competition.” Only then can the efforts of 
product buyers to substitute among suppliers be prevented from 
undercutting the oiganized sector of the market. Thus the economic 
philosophy of unionism has always stressed protection of the interests 
of incumbent members. Only indirectly has it shown concern with 
consumers' economic welfare, when it posed no clash with worker 
interests. 

For present purposes, trade unions can be grouped in three 
categories: (1) those concerned with sources of supply that are purely 
domestic, such as housebuilding or electricity supply; (2) those con- 
cerned with domestic sources of supply that are in active competition 
with imports, such as shoes, apparel, textiles, and television sets; 
and (3) those concerned with export markets in which U.S. products 
must compete with those from foreign sources for example, auto- 
mobiles, aircraft, and fabricated steel products. For the unions in 
the first or fully insulated category, foreign trade is no problem and 
therefore of no evident interest. For those in the second group, 
import represent a form of Commons' competitive menace that de- 
volves from a widening of the product market. With direct foreign 
investment by domestic producers, U.S. capital, management, and 
technology can all be exported together, to create new sources of 
import competition, and through such to become the gravest “menace” 
of them all-in the language of the unions, an international version 
of the run-away shop. As for our third group, its problems are 
parallel to those of the second, except that foreign competition with 
U.S. exports in third markets is also important and may be inten- 
sified by direct investments by U.S. export firms to create overseas 
operations to replace domestic ones. 

As the unions see the matter, the early postwar case for liber- 
alizing U.S. trade policy has long since disappeared. Our major 
trading partners have long ago made good their wartime losses, 
to become vigorous competitors today. For the past 15 years, Ameri- 
can industry has been helping to make them competitive, by export- 
ing capital in its own private version of the Marshall Plan, in search 
of cheaper labor. While the United States, the argument runs, con- 
tinues to maintain the freest market of access in the world, these part- 
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ners of ours have been busily closing their own borders to our prod- 
ucts, through quotas, preference arrangements, border taxes, and other 
devices. In result, over the past half decade our import-competing in- 
dustries have experienced a surge of inflowing products, bringing about 
closures, layoffs, and disappearance of formerly expanding job op- 
portunities. At the same time, export sales have also been constricted. 

In this welter of claims there is a measure of factual support, but 
we shall put off assessment of its quantitative importance until I 
can consider the implications of expanding foreign trade for domes- 
tic unionism. 

Both the increase of imports and the lagging growth of exports 
reflect a widening of the product market on the supply side. In short 
we have here a special version of incomplete market organization 
so far as the coverage of collective agreements is concerned. The 
alternative responses open to the unions for protecting their incum- 
bent members are all difficult: to try to extend the area of organi- 
zation into other countries, as the Automobile Workers did in Canada; 
to seek international cooperation tluough the trade secretariats, to 
form strike coalitions anti so to bring into being some version of 
international labor standards; to attempt to get such standards 
through inter-governmental bodies (ILG, GATT) ; or to try to obtain 
official measures to limit foreign access to the American market. 

Still another implication of expanding foreign trade is that it poses 
a dual economy problem for the domestic unions. Instead of the 
American South, the seat of the trouble now is in the developing 
countries. Clearly, one of the primary incentives for acquiring sub- 
sidiaries or for setting up branch manufacturing plants in countries 
such as Taiwan, South Korea, or Mexico is to take advantage of 
far cheaper labor costs. Also aiding this exodus is the availability 
of Section 807 of the Tariff Schedules of the United States, under 
which duty exemption is granted on the value of American compo- 
nents contained in products imported from these plants. Not only are 
wages fantastically low in these locations: even more important, man- 
hour productivity by no means is also proportionately lower than in 
the U.S., because American management, technology and equipment 
have proved able largely to protect mainland standards of labor ef- 
ficiency even when using relatively untrained and inexperienced local 
labor. 

But the story does not end even here. Typically in these lands a 
large supply of excess labor continues to be available indefinitely 
from the agricultural and artisan sectors. Absent intervention by 
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the state or by trade unions, real wages will not rise for years to 
come although manufacturing employment increases— in short, W. 
Arthur Lewis's dual economy case. Thus the outflow of added capital 
from the industrial countries does not call forth a rise in wages and 
in unit labor costs, that is to say it fails to induce a self-cancelling 
equilibrating process that ultimately would check the rise in such 
imports. On the Mexican border, for example, the situation is found 
in unalloyed puriiy, even unto the exclusion of such products from 
the Mexican market. However, it exists in other underdeveloped 
regions as well. To the American unions, it is the worst example of 
importation made possible by the competition of cheap foreign labor. 
For them there is no easy way to meet the problem: their organiza- 
tion of the full product market is woefully incomplete. It cannot 
readily be extended. Meanwhile, competitive forces do not work 
to close the wage gap that makes the problem so severe for the 
organizations subject to its direct impact. 

But how serif 'j is the problem in larger terms? For 1966-69, 
the Department of Labor has estimated that increased imports have 
involved displacement of 700,000 potential jobs that would have been 
required if the equivalent output had been produced domestically. 
In the same period, export-related employment has risen by 200,000 
persons. Thus it might be concluded that 500,000 job opportunities 
were lost, as the AFL-CIO has contended. 

There are serious weaknesses in this line of argument. Thf: 700,000 
opportunities are phantom jobs, not real ones. They do not rep- 
resent equivalent unemployed or available and employable per- 

sons. Hence they are not comparable with the 200,000 increase in 
persons actually employed in the export trades. Even more, this 

was a period of full employment: the only way that 700,000 persons 
could have been put to work to produce the equivalent for these 
imports would have been by diverting them from other jobs, with 

attendant loss of product in these other domestic fields. Obviously 

the reason this diversion did not occur is that wages were better and 
workers more productive in these other fields. 8 Beyond these con- 
siderations, it should be said that, if undertaken, the putative transfer 
would have made an already serious inflation still worse, at the same 
time denying to consumers the added imports that they had revealed 
that they had preferred at existing comparative prices and product 
standards. 

From the standpoint of the national interest, so long as there was 



■See Sanford Rose, “U.S. Foreign Trade: There's No Need to Panic/' Fortune 
(August 1971) , 109 ff. 
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full employment the equivalent increase of imports implied by these 
700,000 phantom jobs has significance only relative to the balance of 
payments. If it had not been in deficit at the time, the increased 
imports would h^ve represented simply one way of disposing of the 
earnings of U.S. capital abroad. Increased foreign investment would 
have been another. By contrast, since the balance of payments was 
in deficit, the growth of these imports reflected inflation and in- 
creasing overvaluation of the dollar. In a broad way one could say 
that the U.S. was failing to pay its way dirough net exports plus 
earnings of capital. Instead it was using foreign credits to maintain 
an otherwise unsustainable rate of importation and consumption- 
credits provided interest-free through the dollar-pegging operations 
of the foreign central banks, under the Bretton Woods system. But 
these are issues external to our present concern, which has to do 
with relationship between imports and jobs. 

Clearly this relationship takes on a different character when the 
increase of imports is associated with rising general unemployment, 
as occurred after 1969. For example, between the first quarter of 
1970 and that of 1971, employment fell by 370,000 persons while un- 
employment rose by 1,540,000. Inports were rising strongly in the 
same period. To what extent were they responsible for these adverse 
changes in the domestic labor market? 

Using Census end-use data for trade and BLS input-output 
technical coefficients to estimate employment effects, Lawrence 
Krause and John Mathieson have found that 16,600 jobs were lost 
because of shifts in imports and exports between the first quarter oi 
1970 and that for 1971. 4 With a jump in unemployment of over L5 
million persons in the same period, the indicated direct contribution 
of international trade to U.S. unemployment was barely one per 
cent— small enough to be trivial. 

But this is a net figure, obtained by estimating (1) direct job losses 
from decreased specific exports and increased specific imports 
(-182,200 persons); (2) direct job gains from specific increases in 
exports or decreases in imports (182,700 persons) ; and (3) indirect 
job losses and gains in supplier industries to the export and import- 
substitute trades (-17,100 persons). Behind these figures are some 
even more interesting ones: increased imports cost a direct job loss 
of 134,400 in the import-competing industries, with sharp impacts in 
basic steel, motor vehicles, electrical goods, and apparel and finished 
textiles. By contrast, increased exports directly created 181,400 

4 1.awrcncc B. Krause, assisted by John Mathieson, “How Much of Current Un- 
employment Did We Import?,” Brookings Papers on Economic Activity, No. 2 (1971) , 
pp. 4 17-428. 



8 



IRRA 24TH ANNUAL WINTER PROCEEDINGS 



jobs in the same period, almost completely offsetting the job loss 
from larger imports, and reminding us that trade creates jobs as 
well as eliminates them. However, when job losses are concentrated 
and when they occur in a context of rising general unemployment, 
then it becomes even more difficult to persuade people that trade 
still contributes to economic welfare. 

Consider the position of a labor leader in an import-competing 
industry. He heads an organization of individual sellers of labor 
services. The organization prospers or declines with the fortunes of 
its members, and they, in turn, with the domestic firms that employ 
them and with the continued ability of their union to control the 
relevant product and labor markets. The union's orientation is to 
its own members, while their mutual concern is for steady jobs, 
good wages and conditions, recognition of skills and experience and 
ties to the local community. 

Foreign trade both benefits and threatens these interests because 
it widens the area of effective competition, both for workers and 
their products. As always, the benefits are less obvious than the 
costs: high-wage jobs for making exports arc tacitly accepted, while 
imports are often painful enough to cause reflection. As a special 
form of Commons’ competitive menace, trade can wipe out significant 
numbers of jobs, on occasion undermining whole communities. In 
such circumstances, no union can be expected to be a partisan for 
open markets, for to be such would be to undercut the very basis 
for its existence. Thus there is a natural and understandable chain 
of logic that starts from a primary concern for the interest of in- 
cumbent workers as producers. If those interests become adversely 
affected by a surge of imports— or in an export industry by direct 
investment overseas to develop substitute sources for domestic pro- 
duction-then the logic of job protection leads directly to demands 
for quotas, for higher tariffs, and for restraints upon export of capital 
and technology. Such pressures cannot be turned aside by a showing 
that open markets would add to the economic welfare of the United 
States even if the rest of the world were stanchly protectionist, 
granted that the showing can readily be made. The special interests 
of workers as producers, not as consumers, are not necessarily well- 
served by a policy of liberalized trade . 5 As producer-oriented organi- 
zations, the unions well understand th x is. Their basic problems are 
the relative immobility of labor as compared with capital; the promo- 
tion and protection of the interests of incumbent employees; and the dif- 

8 International trade necessarily produces gains or it would not occur. However, 
it does not follow that completely free trade would make these gains optimal. 
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ficulty of extending the effective zone of bargaining power to overseas 
locations. 

Since 1964, these problems have been made acute by further over- 
valuation of the dollar, by an attendant induced surge of imports in 
certain important products, and by an accelerating outflow of direct 
investment also encouraged by obsolete dollar exchange rates. 

In addressing ourselves to these issues, we have to confront a 
problem of compromise, not of reconciliation— a compromise intended 
to be an equitable recognition of the special interests of workers as 
producers, without a blind sacrifice of the general interest of the 
whole national population in the efficient use of its scarce resources. 
International trade is not the only factor that both creates and de- 
stroys jobs. Technology and shifts of demand are continually pro- 
ducing the same effects on a much larger scale. If job protection 
were taken literally to mean that nobody should ever have l.o change 
his job, and perhaps even his place of residence, then the policy 
deriving from this objective would call for a permanent and complete 
freezing of the allocation of productive resources. 

If, instead, foreign trade alone were to be singled out as a dis- 
ruptive force, perhaps on the mercantilists principle that it is a less 
defensible cause of domestic economic disturbances, then the policy 
flowing from this position could range from attempts to control the 
rate— or changes in the rate— of importation; or in the extreme, to 
measures to cut off imports entirely. The further one goes in the 
matter, the greater the likelihood that the export trade would also 
wither, with autarky as the end result. Under autarky employment 
still could be kept full by competent demand management. The 
trouble is, scarce and alternatively usable productive resources would 
be assigned to the wrong places and purposes and in the wrong com- 
binations— because external trade is not available as a force for re- 
directing them according to comparative national advantage. In con- 
sequence, the country loses the opportunity to specialize and with this 
loss the economy foregoes a powerful stimulus for development along 
with the less spectacular but still important gains that trade itself al- 
ways yields. 6 

But no one is actually proposing autarky— the trouble is, we might 
stilt end up with it eventually because of a rapidly growing concern 
about the disruptive effects of surges in imports. 

These disruptions— increases in the rate of increase, to be exact- 
have become noticeable, and in some cases acute, in the latter half 
of the sixties. Apart from style effects for demands for certain 

a Ronald Findlay, Trade and Specialization (London: Penguin, 1970), p. 134. 

20 



10 



IRRA 24TH ANNUAL WINTER PROCEEDINGS 



products— and these have not been absolutely large— the principal 
cause of these disruptions has been the inflation of prices and in- 
comes under a fixed exchange rate. With the chain of monetary events 
whose first link was forged last August 15, disturbances from the side 
of imports have begun to lose importance. 

To be sure, devaluations of important currencies such as the 
pound and the franc helped bring about some overvaluation of the 
dollar well before 1965, simply because they reduced the export prices 
of British and French goods relative to competing American products 
both within the United States and in third markets. But the effects 
were minor: the chief factor in overvaluation was the sustained 
domestic inflation that set in with 1965, followed within a year by a 
sharp uptrend in unit labor costs. For over six years, U.S. exports 
and import substitutes experienced a growing competitive disadvan- 
tage. The firms that produced these goods, and their employees, were 
being whipsawed by internal inflation and the system of fixed ex- 
change rates. 

The consequences were painful. In some particularly vulnerable 
situations, workers lost their jobs and plants were closed down. In 
the most sensitive industries, the growth of job opportunities slowed 
down or turned negative. Less obvious but more important, direct 
private U.S. investment abroad began to grow rapidly. To be sure, 
the export of private capital in part was for the traditional purpose 
developing lower-cost extractive resources overseas, or was induced 
to enable American firms to get over foreign barriers against 
their exports. However, the grounds are good for believing that 
the major influence at this time was the growing attractiveness of 
markedly lower unit labor costs in manufacturing abroad, partic- 
ularly in certain of the developing countries. As the American in- 
flation gathered speed, it called into play what we may term “the 
Lewis effect/ 1 that is, a growing wage disparity that invited capital 
migration abroad, unchecked by other forces operating to cancel 
the external wage advantage itself. 

Although domestic inflation and its underlying causes are not to 
be overlooked as the basic source of the trouble, the adverse role 
of the Bretton Woods arrangements must also be confronted. Under 
a system of fixed exchange rates, a currency can be overvalued 
or undervalued for some time without compelling change in parities. 
If the case is one of overvaluation, then die nation's exports are too 
high in price, while its imports are too cheap. This has been an 
increasingly acute U.S, problem over the last seven years. Under 
Bretton Woods, the dollar was given a special tie to gold while the 
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other currencies were pegged to the dollar. Because the dollar was 
made “as good as gold” for purposes of official convertibility, it 
could serve as a reserve currency for other countries, incidentally 
helping us to finance a 20-year string of payments deficits. But there 
was another side to the coin: by reason of this “special position” 
for the doJlar, the U.S. in effect gave up the right to alter the external 
value of its currency at its own initiative. By contrast, the rules did 
accord this right to the other members of the system. Each was 
free to peg or to change the dollar value of its own currency, in this 
manner to control the dollar prices of its exports to and imports from 
the United States. 

In this peculiar way, the American inflation could be manipulated 
by some of our principal trading partners for their own benefit. By 
holding the dollar to the established parity, the dollar prices of exports 
to the U.S. could be made cheaper and cheaper relative to domestic 
substitutes— hence the massive invasion of certain U.S. markets. At 
the same time, the relative prices of U.S. exports tended to go higher 
and higher for the same reason. 

On the external side, the official actions of last August 15 presaged 
the end to this one-sided game. When the President slammed the 
gold window shut, the external value of the dollar now had to depend 
upon the exchange market, together with whatever interventions 
the foreign central banks cared to make. They could buy up sur- 
plus dollars to hold the old fixed parity. Or they could let the dollar 
float downwards until it found an equilibrium price, inducing our 
partners to develop a desire to negotiate a new set of rates. 

At this point it would be perfectly fair for you to ask, What on 
earth does Bretton Woods have to do with the interests of organized 
labor in the United States? Fortunately, there is an answer: A 

great deal. 

Effective devaluation of the dollar means, first, a reduction in 
the prices of our exports, and a corresponding increase in the prices 
of imports. Both will aid home employment. Second, it means that 
the advantage to American industry of going abroad in pursuit of 
foreign wage differentials will also be reduced. The effect for home 
employment is more complex but probably will be positive for the 
near term. Given these advantages from devaluation, together with 
a more realistic approach to adjustment assistance for workers dis- 
placed from their joh: by increased imports, the pressures for quotas 
and other restrictions should lose force. In short, the dollar reform, 
together with other measures, provides the equitable compromise men- 
tioned earlier, that between job protection on the one side and com- 



12 



IRRA 24TH ANNUAL WINTER PROCEEDINGS 



munity access to the advantages of foreign trade on the other. 

It should also be recognized that changes are in prospect to in- 
crease the inducement to invest and, through monetary and fiscal 
measures, to accelerate the rate of increase in real output. Larger 
expenditures on plant and equipment are essential to improved output 
manhour. For the near term, labor productivity also will derive a 
cyclical gain from an increase in the rate of utilization of productive 
capacity. As productivity benefits, the pressure on unit labor costs 
and final sales prices should abate. With this, real wages can ad- 
vance and inflationary expectations should subside. 

Let me close with a few cautionary remarks. 

First, currency depreciation— and that is what it should be called— 
is not a permanent cure for disequilibrium in the balance of pay- 
ments. It will give the United States opportunity to put its economic 
house in order. But it is not a solution to the problem of inflation. 
Indeed, to those who believe in cost-push inflation, the prospect for 
relief through further depreciation constitutes an invitation to indulge 
in continued excesses in economic policy— monetary, fiscal, and price- 
and wage-making. 

Second, the difficulties experienced by certain domestic industries 
from the sharp recent rises in imports, or in their export markets, 
may obscure certain more fundamental shifts in patterns of world 
trade— shifts for which overvaluation was not the basic cause and 
for which depreciation is not a permanent cure. Perhaps, as Law- 
rence Krause has suggested, the U.S. is losing gradually its tradi- 
tional comparative advantage in hard goods, in favor of a diverse 
collection of service activities. Certainly employment trends in the 
past quarter century do not belie this contention. Collaterally, and for 
reasons not yet well understood, the arts of manufacture and assembly 
seem more easily diffused over the globe today than, say, before 
World War II. In short, the U.S. may well be leaving the tertiary 
industrial stage of its economic history for something vastly differ- 
ent. If so, trends in our trade will show. it. 

And third, as I have now argued at length, a certain clash is 
always inevitable between organized labor and foreign trade. Each 
serves legitimate national interests, the one concerning workers as 
producers, the other concerning the whole population as consumers. 
One need not overlook the valuable contribution that the unions have 
been making to reiterate the case for foreign trade, which is but 
an extension of the case for internal exchange as well. In the lan- 
guage of the economist, international trade moves out the nation's 
welfare frontier (except at one special point of no concern here) 
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relative to where it would be under autarky. Thus, as Samuelson 
says, “some trade is better than no trade/* This will hold even if 
there is complete immobility of productive factors, and, depending 
upon the terms of trade, even with rigid relative real wages . 7 

In short, there are gains from trade. But more important than the 
gains themselves is the stimulus that trade provides for specializa- 
tion, and through specialization, for increased efficiency in the use 
of the world’s scarce resources. Higher efficiency is the lasting source 
of higher real incomes for workers throughout the world, assuming, 
of course, that this is still a goal for policy. If, then, workers are fairly 
protected against the costs of adjustments imposed by trade, it is rea- 
sonable to ask their support for a policy to encourage foreign trade 
itself. 



7 Findlay, op. cit., pp. 128, 123-134. 
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Industrial relations events of recent times have spurred concern 
for the design and development of dispute settlement mechanisms in 
both the private and burgeoning public sectors of the economy. 1 One 
of the most interesting .and distinctive mechanisms in the private 
sector is the C.I.R.— the Council on Industrial Relations for the Elec- 
trical Contracting Industry. 

This paper will trace the C.I.R.’s historical development, discuss 
recent and current problems it has faced and explore the question of 
its exportability to other sectors of the construction industry and to 
other industries. 

The C.I.R. is a national bi-pardte tribunal of the International 
Brotherhood of Electrical Workers and the National Electrical Con- 
tractors Association. The C.I.R. renders final and binding decisions 
in both contract and grievance disputes and it applies to virtually all 
agreements (95 percent) in the electrical branch of the industry. 2 To 
date in its fifty year history the C.I.R. has made 2039 decisions, with 
all but 45 having been rendered since 1947. 3 



l Thc American Arbitration Association has established a high level tripartite 
committee to study alternatives to strikes. Sec Business Week, February 20, 1971, 
page 80. Se also Bok and Dunlop, Labor and the American Community, Simon and 
Schuster, New York, 1970, Chapters 8 and 11. 

•There arc Council clauses in agreements in all sections of the country and in 
all major cities except Chicago and Los Angeles. In Chicago, Local No. 134 is a 
party to a local arbitration plan with the Chicago Building Trades Council. Los 
Angeles Local No. 11 negotiated a local arbitration clause two years ago to replace 
the Council clause because of membership dissatisfaction with a Council wage dcri* 
sion. It is interesting to note that the Local’s officers had recommended a settlement 
which the rank and file rejected. The C.I.R. upheld the settlement initially agreed 
upon by the Local’s officers and put it into the agreement. The pattern of l.B.E.W. 
settlements in the southern part of California supported the Council decision, but 
that made little difference to the rank and file who proceeded to defeat the business 
manager who recommended the initial settlement. 

•Apart from numerous articles appearing in the I.B.E.W.’s monthly Electrical 
Worker's Journal and N.E.C.A.’s monthly Qualified Contractor, the following sources 
contain information on the Council: James J. Ilcaly, cd., Creative Collective Bargain- 
ing, Prentice Hall, Inc., 1905, pp. 89-95; Congressional Ilecord-Appendix, May 21, 
1962, p. A3876 (Remarks of Senator Wayne Morse and Article by John D. Pomfrct of 
the New York Times) ; Shaughnessy, Some Aspects of Collective Bargaining in the 
Electrical Contracting Industry, unpublished dissertation, Catholic University of 
America, June, 1919; Mulcairc, The International Brotherhood of Electrical Workers, 
Studies in the Social Sciences, Vol. V, Catholic University of America, 1923, pp. M6- 
156; M. H. Hedges, A Striheless Industry, The John Day Company, New York, 1930; 
The Council on Industrial Relations for the Electrical Contracting Industry, published 
by the Council, Washington, D.C., 9th cd., January, 1968; Bok and Dunlop, Labor 
in the American Community, Simon and Schuster, New York, 1970, p. 2*12. 
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The Council clause, which is incorporated in local union agreements, 
specifies essentially that “There shall be no stoppage of work either 
by strike or lockout because of any proposed changes in this agree- 
ment or disputes over matters relating to this agreement/' It es- 
tablished a local labor-management committee consisting of three 
employers and three union representatives respectively, with all mat- 
ters to be determined by majority vote. Should that committee fail 
to adjust the dispute, the clause provides that *\ . . such shall then 
be referred to the Council of Industrial Relations for the Electrical 
Contracting Industry. Its decision shall be final and binding on both 
parties hereto/' The clause is “evergreen,” that is, it continues to 
bind the parties without limitation of the time unless it is removed by 
agreement of the local union and its employing contractors. It may not 
be excised unilaterally. 

The Council mechanism is supplemented by an informal arrange- 
ment between N.E.C.A. and the I.B.E.W., under which in the instance 
of an unresolved dispute the chairman or secretary of the local com- 
mittee is to notify the appropriate I.B.E.W. Vice President and Re- 
gional Director of NECA so that their representatives may assist the 
local committee toward reaching agreement. This procedure has 
resolved disputes in an unknown but significant number of cases. 
Those not resolved have gone to the Council. The Council meets 
quarterly in Washington, D.C., and operates with panels of 12 mem- 
bers, 6 appointed by the International President of the IBEW and 6 by 
the President of NECA, and the two presidents serve as co-chairmen 
of the Council. 4 All decisions are by unanimous vote. The Council has 
never utilized outside neutrals. With the exception of one case to be 
discussed later, Council decisions have been respected and there have 
been no strikes or lockouts. 

Th C.I.R. is tailored to fit the characteristics of the industrial 
relations system in the electrical contracting industry. Moreover, the 
C.I.R. is the product of courage, intelligence and farsightedness, 
qualities always in short supply in the industrial relations system 
of our society. This is not to say that the leaders of the Brotherhood 
and N.E.C.A. have been paragons of economic virtue. They have 
undoubtedly made mistakes, but they have perceived that enduring 
gains would best be achieved, not by fighting with each other but by 
mutual respect and cooperative efforts. The C.I.R. has sought to mini- 



4 Since May, 1970, the Council lias operated with two panels eadi having six 
I.B.E.W. representatives and six N.E.C.A. representatives. International Vice Pres- 
idents Flynn and Vinson have acted as the I.B.E.W. co-chairmen on each panel and 
anyone of several N.E.C.A. representatives has assumed that position for N.E.C.A. 
on each panel. 



18 



IRRA 24TH ANNUAL WINTER PROCEEDINGS 



mize work stoppages and to promote high quality performance using 
productive, modern methods. As I.B.E.W. President Tracy put it in 
1939, "We are on record as willing to cooperate. We know that the 
interests of neither electrical workers nor electrical contractors can 
permanently be advanced without the method of rational compro- 
mise.” This task was performed in an industry expanding secularly, 
but nevertheless an industry with so few barriers to entry that it is 
populated by very small employers. Because of low capital require- 
ments non-union competition constitutes an ever present challenge. 0 
In modern parlance, the fashioning and evolution of the C.I.R. has 
been an effort by national leaders jointly to generate a philosophy 
and structure of bargaining that would best serve the perceived long 
run interests of the respective organizations and their members. 

Historically, the C.I.R. owes its origin to a small group of large 
Eastern travelling contractors, the Conference Club. Led by L, K. 
Comstock, a farsighted electrical engineer who headed one of the 
largest firms, the Club found the I.B.E.W. leadership, and particularly 
International President F. J, McNulty and International Secretary 
Charles P. Ford in 1917 enthusiastically responsive to the idea of 
developing an all encompassing standardized national agreement 
which would stabilize the industry’s labor relations. In the same year, 
McNulty worked with the larger National Electrical Contractors’ 
Association of the United States, which had 1074 members including 
the firms which were a part of the smaller Conference Club, to achieve 
an arrangement with the federal government specifying that electrical 
work on war installations would be performed by electrical contractors 
and not by general contractors who were newly installing electrical 
departments to acquire such work. This successful cooperative ven- 
ture demonstrated the virtues of cooperation. 

By 1919, however, I.B.E.W. and Conference Club leaders realized 
that a national agreement embodying wages and working conditions 
was impractical in an industry characterized by local product markets. 
Instead they saw as the starting point the expression of a commonly 
held industrial philosophy. This they worked out and incorporated 
in a Declaration of Principles. The Declaration stressed, among other 
things, "close contact and a mutually sympathetic interest between 
employee and employer,” the avoidance of strikes and lockouts as 

6 Journal oj Electrical Workers and Operators, May, 1939, p. 231. 

®This is an industry of small employers. In 1907. 20,071 of 20,125 electrical 
contractors in the nation employed 9 men or less. (See ’'Electrical Work— Special 
Trade Contractors/' 1967 Census of Construction Industries, IJ.S. Department of 
Commerce, Bureau of Census, July, 1970.) Among unionized contractors in the 
month of March. 19GG, 10.731 of 14,514 employed io men or less. Data from the 
I.B.E.W. -N.E.C.A. National Electrical Benefit Fund, Washington, D.C., March, 19G6. 
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“detrimental to the interests alike of employees, employer and the 
public,’* the elimination of waste, and the improving of standards of 
work by fixing an adequate minimum of qualifications for engage* 
ment in the industry. The Declaration further expressed the view 
that “Cooperation between employee and employer acquires con- 
structive power, as both employees and employers become more com- 
pletely organized.” 7 

The 1919 conventions of the Brotherhood and the national con- 
tractors * association to which the Conference Club members took the 
Declaration, ratified it— the Brotherhood unanimously and the con- 
tractors’ association by a very narrow margin because many local 
unionized contractors who disliked the competition of traveling con- 
tractors joined with non-unionized members to oppose the move. 

Subsequently in 1920 the Brotherhood’s International Officers and 
the contractors’ representatives formulated the C.I.R. as the mech- 
anism to implement the Declaration of Principles. This creation of a 
procedure or mechanism, as opposed to substantive terms of an agree- 
ment which would have become quickly outdated, was an outstanding 
contribution to the history of the electrical contracting industry. 

The C.I.R. arrangement was especially acceptable to the Brother- 
hood’s officers. They were aware of the painful fact that in its early 
years the Brotherhood had nearly perished because of unwise strikes 
called by local leaders. Beyond that, they saw the C.I.R. as com- 
pletely in keeping with traditional constitutional provisions which 
favored die use of voluntary arbitration where it was appropriate and 
which provided for participation by the International Office in local 
disputes as a method of reducing the incidence of strikes and lock- 
outs. Indeed, F. J. McNulty, who became International President 
Emeritus as the 1919 convention stated: 

It is easy to call men on strike. It is easy to put you on the 
streets. But it is very hard afterwards to get you back again. 

1 say this with pride: I have been your President for sixteen 
years and have yet to call a strike when you called me in be- 
fore a strike occurred, and 1 am proud of this record even 
though some say I ain too conservative. It is what brings the 
bacon home— conservatism and common sense. 

At the outset, the CI.R. adopted eleven Precepts to guide its de- 
cision making. These Precepts included the following: sudden wage 
changes and retroactive wage advances were to be discouraged be- 
cause of employer construction contract commitments with owners; 
regularity and continuity of employment were to be sought to the 



7 I.B,E.W. Convention Proceedings, 1919, pp. 271-272. 
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fullest extent possible: the iright of workers to organize local unions 
was to be fully recognized; agreements were to contain provision for 
a means to obtain interpretation; restriction of output by workers or 
by negotiated conditions was to be regarded as harmful; continuing 
agreements were to be recommended, provided they contained pro- 
vision for settling disputes. It was the latter precept whidi led to 
the development of the Council clause in local agreements, beginning 
in 1922. 

Between 1921 and 19*10, the Council heard and decided *15 cases. 
At least 150 additional cases were settled informally with the assis- 
tance of the officers of the Brotherhood and of the contractors* associ- 
ation. The first seven cases in 1921 and 1922, during the period of the 
American Plan, 8 involved proposed wage reductions and threatened 
lockouts. The Council refused to grant the reductions, in part on the 
ground that the existing wage was fair in relation to the prevailing cost 
of living, and in part on the ground that ". . . the only satisfactory 
way in which the competition of the open shop employer can be suc- 
cessfully met is by improving the productive efficiency of the union 
mechanic,” not by reducing wages. 0 

The Council handled each of the 45 cases heard up to 1940 on its own 
merits but two principles in particular emerged as important. First, 
it would not countenance obstruction to technological progress. Thus, 
it ruled that New York Local No. 3 could not refuse to install prewired 
equipment. Second, in wage cases, it looked particularly to the extent 
of organization and the union— non-union differential. For example, 
in a Salem, Massachusetts case, it observed that the local union repre- 
sented less than one-half the electrical workers in the territory; and it 
pointed out that much of the work locally had been performed by union 
labor ", . . but the increased cost of the same has resulted in the displac- 
ing of union employees with non-union employees.” Wages higher than 
non-union rates are justified, the Council ruled, if they do not increase 
the cost of production, but this in turn requires that the employer 
of union labor must improve his management and the worker his skill 
if the higher wage was to be justified. “It must be remembered,” 
said the Council, “that economic laws work inexorably— we may leg- 
islate against them, but like the law of gravitation, they still persist. 10 

In the 1930's, the Council decided some 12 cases, but its employer 

■The "American Plan" was the name given by employers to their concerted 
drive after V orld War I to reduce the power of unions and if possible eliminate 
unions fror, their properties. See Taft, Organized Labor in American History . 
Harper and Row, New York, 1964, pp. 364-365. 

• Decisions of the Council on Inditstrial Relations, 1921-1940, Vol. I, p. 3. 

"Ibid., p. 265. 
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sponsorship changed four times. The problem basically was disaffec- 
tion between the organized and unorganized members of the con- 
tractor’s association, whicli led most of the former to withdraw and 
try unsuccessfully to run their own guild. Continuity of sponsorship 
up to 1939 was provided at first by interested individual contractors 
and then between 1937 and 1939 by the Conference Club. In 1939, suf- 
ficient unionized contractors had returned to the National Electrical 
Contractors Association to make it possible for that organization’s 
newly formed Labor Relations Committee to assume the co-sponsorship 
role. 11 With the onset of World War II, the Council became inactive, 
but key figures of N.E.C.A. took full advantage of the war period to 
build the Labor Relations Section of the organization. 12 Paul Geary, 
Executive Vice President, travelled across the country installing N.E. C.A. 
chapters and persuading local contractors and I.B.E.W. local unions 
to incorporate the Council clause in their agreements. Also, between 
1915 and 1946, Geary worked out with the Brotherhood’s International 
Officers the “one percent plan.’' Under this program, local contrac- 
tors pay one percent of their gross payroll through local N.E.C.A. 
chapters to a National Employees Benefit Board to support the na- 
tional pension plan of the I.B.E.W. and N.E.C.A. This arrangement 
provided I.B.E.W. local unions with an incentive to favor the establish- 
ment of N.E.C.A. chapters. The net result of these efforts was an 
increase in the number of N.E.C.A. members from 1200 in 1941 to over 
2000 in 1947 when the C.I.R. resumed active operation. Geary’s 
success in building N.E.C.A. was an important contribution, because 
a strong contractors’ association provides a vital, if not indispensable, 
element for operating the C.I.R. It furnishes a coherent, adequately 
financed national organization whose interest is national and oriented 
to promotion of the industry as a whole. 

Beginning in 1947, the case load of the C.I.R. grew at an accel- 
erating rate. By 1963, the Council handled its thousandth case. In 
the eight years since 1963, the Council has heard 1039 cases and 
volume is now running at about 200 cases a year. Among the local 
unions and N.E.C.A. chapters in the nation’s 25 largest cities, 12 pre- 
sented cases between 1947 and 1955 and 9 presented two or more cases. 
The local parties of one city appeared six times. Between 1956 and 
1966, 20 of these large cities presented at least two cases. With this kind 
of volume, strains were bound to develop. 

There has often been pressure from local unions at the Brother- 

u Thc key contractors involved were E. C. Carlson of Youngstown, Ohio and 
Robert McChesncy of Washington, D.C. 

13 John E. Parks et al. v. International Brotherho. d of Electrical Workers , United 
States Circuit Court No. 8619, Decided January 23, 1963, pp. 7 and 51. 
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hood’s national convention to modify the Council clause. Pressure by 
certain local unions at the I.B.E.W.’s quadrennial conventions in the 
1950’s to secure passage of resolutions permitting unilateral elimination 
of the Council clause from their agreements met with little success. 
But in 1960 a most serious challenge occurred. Baltimore Local Union 
28 struck in defiance of the Council clause for a wage increase far 
in excess of the N.E.C.A. chapter’s offer; it refused to go to the Coun- 
cil; it rejected the more modest increase awarded by the Council 
after the N.E.C.A. chapter’s presentation; it refused to honor Inter- 
national President Freeman’s refusal to grant strike sanction and his 
instructions not to strike. At this time, non-union competition in Balti- 
more was quite severe. 

The Local persisted in its actions and Freeman revoked its charter 
upon receipt of findings of fact from an independent referee appointed 
by him in accordance with provisions of the I.B.E.W.’s constitution. 
Freeman’s action was upheld by the Brotherhood’s International 
Executive Council. Freeman also established a successor local union 
24. The dissidents challenged Freeman’s actions in a lengthy federal 
court suit, culminating in a circuit court of appeals decision upholding 
the International President. 

The Court's opinion affirmed the importance of the C.l.R. The 
Court observed, “The Council’s principal purpose is to remove the 
causes of friction and dispute in the electrical contracting industry 
by providing a forum for conciliation and settlement of controversies 
between I.B.E.W. local unions and N.E.C.A. chapters. It has aided in cre- 
ating a relatively ‘strikeless climate’ within the electrical construction 
industry and it is undisputed that by and large it has served the 
parties well over the years.” The Court noted also that parent unions 
have played a useful role in bringing a measure of order and stability 
to the labor market. The Court added the observation that to have 
ruled on an ad hoc basis that locals may with impunity defy their 
parent unions and strike at will would have succeeded only, in the 
pursuit of what is called democracy in union government, in intro- 
ducing not democracy but chaos. 12 

The firm position taken by the Brotherhood’s International Officers 
in the Local Union 28 case demonstrated their conviction that the C.l.R. 
offers the best way to deal with the kind of substantive issues raised 
by the Baltimore local union, and it was an unqualified commitment at 
the International level in favor of the continuance of union-management 
cooperation for the peaceful resolution of disputes. 

At the I.B.E.W.’s 1966 and 1970 conventions local unions continued 
to offer resolutions that would modify the C.l.R. machinery or allow lo- 
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cal unions to withdraw unilaterally from it. Generally, these resolutions 
tended to characterize the C.I.R. as compulsory arbitration which inter- 
fered unwarranicdly with local autonomy. Some resulutions pointed out 
that the other building trades do not have a C.I.R. so that the l.B.E.W. 
should not have one either. At each of these conventions, however, 
all such motions failed to be adopted and were instead supplanted by 
study resolutions. 

The 19G6 study committee found the C.I.R. arrangement to be 
basically sound. It did suggest modification in the C.I.R. rules that 
would reduce if not eliminate the possibility of a gap between the 
effective date of a wage increase and the expiration date of the pre- 
vious wage period, thus providing an effective remedy against com- 
plaints that the C.I.R. often caused members to lose wages because 
of its traditional reluctance to grant retroactivity. 18 The 1970 study 
committee has not yet reported its findings. 

The C.I.R.'s significance is that it appears to allow for dispassionate 
joint decision making in a broader perspective when local interests, 
even after assistance from representatives of their national organi- 
zations, fail to agree. 14 It is a species of voluntary arbitration, even 
though it involves no neutrals, and it yields a decision which is in- 
fluenced by consideration of broad criteria and specific data which 
relate to the economic health of the industry as well as to the aspira- 
tions of the contending parties. 15 But it is also a species of bargaining 
carried on away from the din of the local scene. At the Council, a 
unanimous decision carl be reached within broad parameters without 
requiring full agreement on the individual ingredients that led to that 
decision. In this fashion, it is a flexible instrument not requiring major 



“The Study Committee established by the 1966 Convention decided it would 
not lx.* practical for all decisions to be made available to all local unions and all em- 
ployers. Council decisions arc sent only to the parties involved. 

u The facts in one relatively recent case seem to illustrate the point. The 
officers of the local union in a large labor market agreed to a settlement with the 
contractors and recommended it to the members. The membership voted it down. 
The case went to the Council which upheld the settlement initially agreed upon. The 
fails showed that this settlement was in line with the pattern of settlements in the 
surrounding area. Thus availability of the C.I.R. may well have saved the area from 
a long costly strike or a destabilizing settlement or possibly both. 

15 Data available include the following for wage cases: rates and wage adjustments 
for otK-r trades in the immediate area; wage increases granted to immediate surround- 
ing I * I..W. locals; the volume of work performed in the area in the past year (from 
the t e percent reports) ; work under progress and due to start (Dodge Reports) ; 
size % ' the local manpower pool and where and at what cost additional men may 
be brought in if needed; percent of the local work that is done non union: past wage 
adjustments made in the local area for additional workers. 

The C.I.R. has in the past occasionally set a pattern. For example, in the Spring 
Df 1970. most of Rochester, New York building trades except l.B.E.W. were on strike. 
The l.B.E.W. and the N.E.C.A. chapter went to the Council. Its decision ultimately 
set the pattern for other settlements for the Rochester building trades. 
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modfication. Moreover, it would seem particularly important not to 
take the increased volume of cases going to the C.I.R. as a basis for 
dismantling the Council or curtailing its powers. For one thing, some 
part of the growth in cases may well be the result of the chaotic char- 
acter of construction collective bargaining in the 1967-70 period, and 
the rise may subside as a result of the work of the Construction In- 
dustry Stabilization Committee and the onset of calmer times. 

Is the C.I.R. mechanism exportable? the available evidence sug- 
gests that replication of the Council arrangements outside of construc- 
tion is far from imminent. The I.B.E.W. itself has tried to interest 
the public tuples with which it has agreements (it represents some 
75 per cent of the organized utility workers of this country) in such a 
plan, but the employers have shown little interest. Within other 
sectors of the construction industry itself, however, the likelihood of 
developing analogous arrangements may be more promising. Five 
plans in other sectors of construction have been developed and en- 
dorsed since the early 1960's by construction industry leaders at the 
national level. 10 Two of these— the Industrial Relations Council for the 
Plumbing and Pipefitting Industry and the National Joint Adjustment 
Board for the Sheet Metal Industry— have gotten off the gound and 
seem to be making progress. Both have the solid backing of top 
International officials, a sine qua non as the I.B.E.W/s experience 
with the C.I.R. clearly demonstrates. But whether these newer mech- 
anisms can achieve the standing so painstakingly built over the years 
by the C.I.R. it is much too early to say. 

10 The other plans are: the Industrial Relations Council for the Plumbing ami 
Pipefitting Industry; the National Joint Adjustment Board for the Sheet Metal In- 
dustry; the National Dispute Adjustment Plan of 2he National Constructors' Associa- 
tion and the Building and Construction Trades Department, AFL-CIO; the Associated 
General Contractors of America Disputes Settlement Plan with the Bricklayers, 
Carpenters, Operating Engineers, ha borers, Iron Workers, Cement Masons and 
Teamsters; and the Joint Trade Board for the Settlement of Disputes in the Painting 
and Decorating Industry. The Plumbing and Pipefitting Plan, which dates from 
1950, is modeled most closely on the C.I.R. A brief summary of the foregoing plans 
and experience under them is available in ‘ Dispute Settlement Procedures,*' unpub- 
lished memorandum of the Construction Industry Collective Bargaining Commission, 
Washington, D.C., 1971. 
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New Initiatives in Public Policy for the 
Construction Industry 

Michael H. Moskow 

US. Department of Labor 

Recently governmental concern for what has been labeled "normal 
construction industry processes" has expanded. Evidence of the 
rising concern include the establishment of the Construction Indus- 
try Collective Bargaining Commission in September 1969, the Con- 
struction Industry Stabilization Committee in March 1971, and tailored 
programs to achieve equal employment opportunity (EEO) in the 
industry. This paper discusses three recent program initiatives— 
wage stabilization, equal employment opportunity, and a program to 
improve the linkage between vocational education for construction 
trades and the apprentice training system. These initiatives will 
most likely have a long-term impact on manpower development 
and collective bargaining in the construction industry. 

Public policy has often tended to single out the construction indus- 
try as a unique situation. Several examples of this special consider- 
ation would be the wage stabilization boards developed for the indus- 
try during World War II and Korea, the Missile Sites Commission 
of the 1960's, the Davis-Bacon and 61 related Acts for determining 
and enforcing payment of prevailing wages on federally-involved 
construction, and special programs to promote apprenticeship train- 
ing. Since the late 1960's, the government and the industry have 
been developing additional special relationships. Underlying this 
trend are many factors including the importance of national hous- 
ing goals, the search for wage and price stability, and the need to 
achieve equal employment opportunity. The uniqueness of the con- 
struction industry has placed a special burden on the government 
to develop policies compatible with industry structure and processes, 
while assuring added industry responsiveness to the public interest. 

A major factor accounting for the unique nature of the construction 
industry for public policy purposes relates to the role of the craft 
union in hiring and training. The unions in the industry are organized 
into 18 major crafts and are mostly composed of highly skilled and 
independent persons. The unique role of these unions lias its basis 
in the intermittent and seasonal nature of employment in the indus- 
try. Employment contracts commit a worker to an employer for 
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a finite period, perhaps as little as one or two hours. The employer 
can discharge the man without difficulty, particularly if there is no 
work. Moreover, employment in the industry is highly seasonal. 
Between August of one year and February of the next, average 
monthly employment in the industry may fall by an amount equal 
to total employment in the entire automobile industry. 

In an industry where employment is so tenuous, the craft union 
represents the only stable force. It operates hiring halls or manages 
the work referral system and has considerable influence on entry 
into formal training through the apprenticeship system. The small 
size of most contractors and their fragmentation into numerous, often 
competing contractor associations further reenforces the role of 
the craft union in training and hiring. 

A major example of public policy particularly tailored to the con- 
struction industry is in the area of wage stabilization. In the summer 
and fall of 1970, average first-year increases in major collective 
bargaining agreements (1,000 or more workers) for construction 
were rising rapidly, especially in comparison to manufacturing. 
Average increases in construction and manufacturing rose from 7.6 
percent and 6.4 percent, respectively, in the first quarter of 1909, to 
21.3 percent and 6.9 percent by the final quarter of 1970. Telegrams 
and letters from concerned citizens, state and local government of- 
ficials, Congressmen, Senators, construction contractors and em- 
ployer associations, as well as employers in other industries, were 
received in bundles at the Department of Labor and the White House. 
The authors of this often-spontaneous flow demanded action— any 
action to restore rationality to wage determinations in the industry. 

The Federal Government responded to the situation on March 29, 
1971, when 'President Nixon signed Executive Order 11588, establish- 
ing the Const. ..ction Industry Stabilization Committee (CISC) for the 
purpose of stabilizing wages in the construction industry. Another 
portion of the Order provided for the establishment of an Interagency 
Committee on Construction to develop criteria for reasonable prices 
and white-collar compensation. 

More rational wage settlements in the construction industry were 
not the sole objective sought by the architects of the construction 
stabilization program. A policy which achieved non-inflationary 
wage settlements while sacrificing essential freedom in bargaining 
would hardly he in the public interest. Yet, of course, the designers 
could not be purists either. A stabilization mechanism with enough 
clout to influence a decentralized and fragmented bargaining struc- 
ture would require a review process, criteria for acceptable settle- 
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merits, and viable enforcement measures. The structure and processes 
were designed to strike a balance between maximum local partici- 
pation and determination, while assuring residts in the public interest. 

Prior to August 15, 1971, the process worked like this: the parties 
bargained locally with an eye to the local economic situation and the 
criteria established in the Order. The two original criteria were as 
follows: 

Acceptable economic adjustments in labor contracts negoti- 
ated on or after the date of this Order will be those normally 
considered supportable by productivity improvement and cost 
of living trends, but not in excess of the average of the median 
increases in wages and benefits over the life of the contract 
negotiated in major construction settlements in the period 
1961 to 1968. 

Equity adjustments in labor contracts negotiated on or after 
the date of this Order may, where carefully identified, be 
considered over the life of the contract to restore traditional 
relationships among crafts in a single locality and within the 
same craft in surrounding localities. 

Completed settlements are forwarded to an appropriate joint labor- 
management Craft Dispute Board along with supporting data. The 
Board is composed usually of national representatives of the local 
bargaining parties. The settlements are reviewed by the Board in the 
light of published criteria and precedents, and either forwarded to the 
tripartite Stabilization Committee for final review, or returned to the 
parties with advice and assistance offered. 

The Stabilization Committee is composed of labor, management and 
nongovernmental “public'* members. The Committee reviews each 
contract and finds it acceptable, unacceptable, or remands it to the 
appropriate Craft Dispute Board with an explanation of why it was 
not approved. The Board, in turn, contacts the parties, and offers 
advice and assistance. 

With the establishment of the post-freeze policy, the CISC and Craft 
Dispute Boards administer the policies of the Pay Board with respect 
to wagej and salaries and other economic adjustments in the con- 
struction industry. The Pay Board now has the power originally held 
by the Secretary of Labor under Executive Order 11588, to certify 
unacceptable wage and salary increases, which triggers the enforce- 
ment mechanisms. The Secretary of Labor, however, retains the 
authority to appoint members to the tripartite CISC. 

Several things about this structure and process of stabilization have 
a direct bearing on the degree of freedom retained by the local 
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parties in the bargaining process. First, the criteria in Executive 
Order 11588 and those announced by the Pay Board are purposely 
flexible. Part of the reason for this is that it preserves considerable 
freedom of bargaining. Ceiling percentage increases may have sim- 
plified administration, but they would have also destroyed free bar- 
gaining in the industry, rendering it a shackled process. Second, the 
local parties and their national representatives make the major deci- 
sions in the wage determination process. Only at the apex of the review 
process is the public interest specifically introduced, and then by the 
public members only, representing but one-third the vote of the Com- 
mittee. Over time, however, the values and philosophy of the Com- 
mittee should permeate the system and provide a new awareness of 
the public interest to the local negotiating parties. 

The results of the CISC’s decisions to date have been gratifying. 
The average annual increase in contract settlements in 1970 was in 
excess of 15.2 percent. Under the stabilization program, the annual 
increase in settlements (measured similarly) has been lowered to 10.9 
percent. Moreover, the duration of new contracts has shortened con- 
siderably, from 29 months in 1970, to 17.5 months in 1971. This means 
that a lot of the equity considerations have been accounted for in these 
short term contracts, and that next year the "screw may be tightened” 
further. 

Another indicator of the success of the stabilization effort is she 
reduced number of strikes. Historically, nearly one contract expi- 
ration in three in the industry ends in a work stoppage for economic 
reasons. This statistic has been significantly modified. About y 2 as 
many strikes have taken place in 1971 than in 1970, affecting less 
than i/ 3 as many workers. The duration of each work stoppage has 
also been reduced by one third. For the first time since 1963 man-days 
lost through work stoppages will decline in the industry. 

Statistics on declining wage settlements and the incidence of work 
stoppages, although gratifying in themselves, provide only a limited 
assessment of the stabilization program. Of perhaps equal importance 
are the new relationships that are developing in the industry which 
may have long-term impact on bargaining and provide insight into 
how the public interest may be better preserved. 

One qualitative aspect of import relates to the functions of Craft 
Dispute Boards. The overly narrow geographic bargaining areas in 
the industry coupled with the political sensitivity of the business agents 
often necessitates a parochial view of member interests. Competition 
between business agents, as well as inadequate labor supplies and 
labor inarkc'. mechanisms, has been a driving force behind higher wage 
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settlements. Clearly, regional and national interests have frequently 
been overlooked in the wage determination process. 

The Craft Dispute Boards are composed of national representatives 
of construction labor and management. These Boards— 18 of which 
have been established-are the “tier of first review” for settlements 
reached after March 29, 1971. Originally, many Boards were way- 
stations before agreements were shuttled to the tripartite Committee. 
This situation is changing. Even before comprehensive controls were 
established, more and more contracts were being returned to the local 
parties by the Boards. The Boards’ emerging role in disputes settle- 
ments augurs well for a greater concern for the regional and national 
interests of unions and employers alike. 

Another qualitative import of construction stabilization activities 
has been the development of a reservoir of information about the 
geographic structure of the industry. Only the bare outlines of reality 
are visible when more than 5,000 agreements exist in an industry. 
These by-product data lend encouragement to another idea which 
many believe would extend the public interest-an expansion of the 
geographic scope of bargaining in the construction industry. 

Narrow bargaining areas by craft promote instability in bargaining— 
particularly in times of full employment. Workers on strike can 
journey to a neighboring jurisdiction to escape the economic pressures 
of unemployment. Moreover, fragmented geographical units keep 
localities from having a proper perspective of regional and national 
interests. “Leapfrogging” settlements-the wage escalation caused by 
one group of persons basing their negotiations on those in the same or 
neighboring localities-also serve to aggravate problems in the industry. 

The Construction Industry Collective Bargaining Commission has 
been actively seeking an approach to expanding the geographic scope 
of bargaining in the industry. The work of the Stabilization Committee 
lias helped sharpen the industry’s awareness of the fragmentation 
in bargaining. The Construction Industry Collective Bargaining Com- 
mission— a tripartite construction industry mechanism established by 
President Nixon in September 1969— would hope to build on the new 
awareness and develop a common consensus between management and 
labor for reforming the geographic scope of bargaining. 

Turning to the Equal Employment Opportunity program for the 
construction industry, it is clear that the special role of the craft union 
in the construction industry has also influenced the design of this 
government program. The Federal Government, through the Office 
of Federal Contract Compliance, requires federal contractors to develop 
good faith efforts to eliminate the underutilization of minority workers. 
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However, in the construction industry, the lack of control over the 
supply of labor gave the contractor a ready-made reason for under- 
utilizing minorities. Moreover, enforcement mechanisms supporting af- 
firmative action policies— debarment from federally-involved construc- 
tion projects— could not be used to influence the apprenticeship selection 
and the referral practices of craft unions, which have little to lose 
personally from the debarment of specific contractors. 

Given these problems, the Department of Labor has developed two 
approaches to achieving EEO in the construction industry. One of 
these approaches is to impose a plan on a geographic area. This plan— 
the prototype was established in Philadelphia in 1969— requires federal 
contractors to make substantial effort to achieve certain proportions 
of man-hours of minority employment on all of their projects— public 
and private. The proportions are developed after a public hearing 
which ascertains the extent of underutilization of minorities, if any, 
by trade, as well as other data. Enforcement is assured primarily 
through the threat of debarment should the contractor not achieve 
the goal, or demonstrate sufficient intent. A collective bargaining 
agreement which includes an exclusive hiring hall provision is not 
sufficient in itself to absolve the federal contractor from the obligation. 
The Dcpau-nent has five operational imposed plans in Philadelphia, 
St. Louis, Atlanta, San Francisco, and Washington. 

The second major strategy— the “Home Town Plan'— was designed 
to overcome many of the weaknesses associated with imposed plans. 
The Department gives blanket approval to contractors and trades that 
negotiate and enter into a tripartite agreement including representa- 
tives of the minority community. This approach obliges crafts that 
may be a party to the plan to commit themselves in the agreement 
to certain numbers of minority workers over stated intervals of time. 
The major advantages of the “Home Town Plan” is that the com- 
mitment by craft is applied area wide, rather than exclusively to 
Federal contractors, and that union membership is assured for mi- 
norities accepted into the plan. Labor and management cooperation in 
the “Home Town Plan” means that a manpower support contract to 
recruit, train, and place minorities can be extended with a reasonable 
chance of achieving success. In practice, these contracts are generally 
awarded on a prime or subcontract basis to a minority organization. 
Chicago was the site of the first “Home Town Plan.” More than 30 
“Home Town Plans” have been given tentative or final approval by the 
Department. 

Since each of these strategies was inaugurated, the employment 
picture in construction has turned sour. The extent of the influence 
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of tliis situation on the success of either approach is uncertain. Depart- 
mental evaluation of the approaches shows some solid successes and 
some failures. My own belief is that the specific impact of the plans 
differs by locality because of such factors as the extent of federally- 
aided construction, the level of overall construction activity, the degree 
of organization of the minority community, the relationships between 
white and black communities generally, the quality of the manpower 
support activity— and numerous other factors. 

Nevertheless, the public interest is clear. Minorities must take their 
rightful place and share equally the employment as well as die un- 
employment in all industries, at all levels of endeavor. Often times, 
however, this goal could perhaps he better achieved if a greater degree 
of flexibility in the choice of approaches was possible. For example, 
if an imposed plan or “Home Town Plan” lacked reasonable success, 
a modified approach may be within the best interests of all concerned. 
Needless to say, however, any approach once instituted develops vested 
interests whether they be in management, labor, or the community. 
Attempts to introduce alternative approaches are considerably dif- 
ficult. 

With these problems in mind, the Department is now considering 
experimental programs which will be utilized in certain circumstances 
where their chances of success appear favorable. The experimental 
programs will continue to provide for minority participation in ways 
that will enhance the achievement of EEO, but will retain greater 
flexibility. In most cases, experimental programs will continue minor- 
ity participation in manpower support contracts incident to the com- 
pliance program. We believe that this wider variety of programs will 
open up a whole range of new choices in the EEO field, for selection 
in those instances where an alternative to an imposed or “home town 
plan” may better reflect the public interest. 

Vocational education is a third area in which the government has 
developed special approaches for the construction industry. On March 
17, 1970, the President issued a statement on combating inflation and 
meeting future construction needs. The statement contained new ini- 
tiatives, many of which were designed to increase manpower and 
improve labor market mechanisms in the industry. One of these 
initiatives required the Construction Industry Collective Bargaining 
Commission to develop a subcommittee to provide leadership in im- 
proving the quality of vocational education, its linkage with the ap- 
prenticeship system, and to promote “craftsmanship” and the dignity 
of skilled labor. The subcommittee was formed and its membership 
included a representative of the Office of- Education, the National 
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Advisory Council on Vocational Education, and the Department’s 
bureau of Apprenticeship and Training. 

The program which was developed and unanimously endorsed by 
the Commission membership, may bring the very separate institu- 
tions of secondary education and training process in the construction 
industry closer together. Specifically, the program promotes career prep- 
aration courses for all youths, at least in grades 6 to 9. Increased Federal, 
State and local government, and private support for the "World of Con- 
struction** program (which provides an overview of the processes, func- 
tions and occupations in the man-made world) are encouraged. Cooper- 
ative (work-study) education programs, and development of procedures 
for certifying vocational education courses and programs are stressed. 
Students completing these programs should receive credits for entry into 
apprenticeship as well as advanced standing. 

Several meetings have been held between Commission members and 
representatives of the Office of Education to seek ways of rapidly 
expanding the "World of Construction'* program. This program, which 
was developed by the Industrial Arts Curriculum Project at Ohio State 
University, has broad-based support among educators and construction 
labor and management. Its purpose is to replace traditional industrial 
arts courses which emphasize drawing, woodworking, metalworking, 
and a few other skills, but do not represent the whole scope of con- 
temporary industry. Through the program, students learn how man 
plans, organizes, and uses materials, tools, techniques, and people to 
produce buildings, bridges, highways, and dams. The program rein- 
forces a student’s understanding of broad concepts and principles of 
technology, while giving him a feeling for the nature of occupations 
from plumbing, engineering, architecture, to office occupations and 
city planning. 

The problems and challenges of manpower development in the 
construction industry are perhaps as complex as those facing any 
industry. The seasonal nature of employment, the role of labor in 
training, and the historic separateness of education from industry 
present important barriers to rationalizing the flow of youth from 
education to industry. Suffice it to say that the work of the Commission 
lias made the industry’s leaders more aware and conscious of the 
importance of this problem, and given progressive vocational educators 
hope and encouragement that progress can be made in better artic- 
ulating these relationships. Youth, the community, and the industry 
have much to gain by the success of the Commission’s new program. 

The subject areas discussed in this paper— wage stabilization, vo- 
cational education and equal employment opportunity— represent a 
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considerable shift in the involvement of government in the (onstruction 
industry. This may please some persons, not others. They ire, however, 
necessary and dynamic responses that reflect the unique nature of the 
construction industry. 
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There are two comments I wish to make regarding Professor 
White’s paper. First, the significance of the voluntary nature of the 
CIR cannot be stressed too strongly. The CIR is a national tribunal, 
composed of management and labor exclusively which renders final 
and binding decisions on the terms of new contracts between local 
unions and employer associations— and the decisions of the Council 
must be unanimous. 

It is particularly instructive to consider the CIR in a period in 
which many seek to find methods of dispute settlement through pro- 
grams which compel private parties, by one means or another, to 
reach an agreement. For without any outside compulsion, certainly 
none from the government, these private parties have developed a 
method of peaceful resolution of disputes. The Council is effective 
because those who established it wish it to be so. This experience 
should reinforce the view that persuasion of private parties to settle 
their disputes peaceably remains the best method of improving 
industrial relations. 

Second, the influence of CIR on the rest of construction is very 
pronounced today. The Council is being studied by the Construction 
Industry Stabilization Committee and by many of the unions and 
employer associations in the industry. Professor White has usefully 
pointed out the features of the CIR and the electrical contracting 
industry which have limited its “exportability.” However, features 
which in the past limited exportability are less significant in a period 
of support for CIR-type arrangements in construction generally, 

Several points from Dr. Moscow's paper deserve emphasis. First, the 
increasing involvement in construction matters by government au- 
thorities is significant. Such involvement is appropriate for several 
reasons, not the least of which is the industry’s strategic role in the 
economy as the principal capital goods sector. Historically the in- 
attention paid by our government to this sector, as compared to the 
support provided abroad has been a major failing of U.S. economic 
and industrial relations policy. Second, many recent government 
initiatives have been constructive. Some of the most recent develop- 
ments in the area of equal employment opportunity, the CISC, and the 
discussions regarding reforms in the structure of collective bargain- 
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ing are important examples. It is a comprehensive program— and 
nothing less is required. 

The role of the government in the future must also be constructive 
and comprehensive. The Construction Industry Stabilization Com- 
mittee and the Construction Industry Collective Bargaining Commis- 
sion each contain the seeds of important developments in the 
industrial relations of the industry. The Craft Disputes Boards es- 
tablished in conjunction with the Construction Industry Stabilization 
Committee, and modeled, in part, after the CIR, are a major initia- 
tive toward improving the performance of collective bargaining in 
construction. But it is difficult for a federal administration to take 
long-run initiatives on its own. These must be suggested and de- 
veloped by the industry itself, and by those in the academic world 
closely familiar with the industry. It is then appropriate for the 
government to provide assistance to these efforts. There is no more 
important governmental function than this. 

Finally, with some exceptions, the role of researchers, statisticians 
and academicians has often been poorly performed with respect to con- 
struction. The industry is a complex entity, very much unlike manu- 
facturing in its industrial organization, product markets and indus- 
trial relations. The needs of public policy and of intellectual under- 
standing are poorly served by extension of concepts and approaches 
developed for manufacturing to construction. A serious commitment 
by government statisticians and academicians to the improvement 
of the study of construction needs to be made. 



4S 

o 

ERLC 



II 

PROBLEMS IN LABOR ECONOMICS 

Howard Rosen, Chairman 

U.S. Department of Labor 



o 

ERIC 








